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School for Traders & Investors 


Sixth Lesson 


Support and Pressure and Their Meaning—How Large Inter- 
ests Accumulate—The Foundation of Market Movements 


N a preceding lesson we have shown 

how the price level of any market, 

or group, or individual stock depends 
very largely upon the character of the 
support—not only the bid price, but the 
quantity bid for and the scale orders un- 
derneath the market. It is customary 
among those who are influential in the 
market to speak of this support as the 
foundation on which the stock or the 
whole market rests; this foundation is 
built very largely on the amount of stock 
in strong hands. 

At the low point of a decline there may 
be a lot of weak selling and strong buy- 
ing, accompanied by much short-selling 
and bear-raiding; as both kinds of offer- 
ings: gradually become absorbed by the 
stronger character of buying, prices cease 
to decline and a gradual hardening sets 
in. This is due to the fact that the peo- 
ple who are able and also willing 
to buy at that level are becoming 
more powerful than those who are 
seling. Hence, unless the stock 
is artificially depressed for a con- 
siderable time in order to increase 
the amount of accumulation at low 
levels, there should naturally fol- 
low a slow rise which may gain in 
speed and volume as the more 
favorable aspects of the situation 
appear. 


How the "Foundation" Is 
Removed 


When the market or a given 
stock is selling at very high prices, 
and a pool or a large operator is 
in process of distributing, strong support 


ters 


will be rendered to that stock by numer-' 


ous bids for round lots scattered among 
different brokers, making it appear that 
many buyers are in the crowd. But as 
soon as the distribution is completed or 
it is found necessary to begin selling on 
the way down, this support is withdrawn— 
a process known as "removing the foun- 
dation.” - 

These two illustrations show the im- 
portance of considering the price level, 
volume and character of the support as 
factors in judging the position of a stock. 
Of course, no one can tell how much of 
the support is artificial. A stock must be 
judged more by all of its actions than 
any single move in one direction or the 
other. It is the strong or weak buying 
power beneath the stock that makes for 
strength or weakness more than any other 
one factor. 

At times the bid price may represent 
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only one hundred shares wanted at that 
figure, and there may be a few or no bids 
down below. No one knows just what 
may be underneath a single bid; a broker 
may be bidding for one hundred shares 
only, but willing to buy 5,000 shares at 
that price if he can get them. We have 
seen markets hanging for a considerable 
time on the bid price for one hundred 
shares, with no better bid than another 
hundred shares at one, two or three points 
below that figure, so that if any one com- 
ing into the crowd should supply that bid 
and than try to sell another hundred 
shares, he would have to offer it down 
one, two or three points before the next 
sale could be made. That it what is 
known as a thin or hollow market, where 
the structure beneath is of the papier- 
maché variety and easily punctured. 


S an accompaniment to this article, we are 
publishing an unusually interesting letter 
from one of our subscribers. 
of the many communications received since 
the inauguration of the School for Traders & 
The large response already had in- 
dicates the deep, underlying interest in matters 
relating to stock market methods and the like, 
and we shall be only too happy to answer 
either in these columns, or personally, as many 
questions as our subscribers care to ask. Let- 
should be addressed to The Professor. 


The offerings of stocks are often the 
predominating factor, and the whole ques- 
ton of price fluctuation depends upon the 
relation between the amount of stock 
wanted and the amount offered at a given 
level. This constantly shifting supply and 
demand—the varying quantities bid for 
or offered—is what produces the fluctua- 
tions. The tape does not register all of 
them. The last sale of a stock may be 
95, and the bid and asked prices may 
change within а few minutes from 9474 (а) 
9514, to 9434 @ 9574, or 9434 @ 95, all 
without any transactions being consum- 
mated and therefore unknown to the man 
who watches the tape in his broker's office. 
That shifting bid and asked price is, there- 
fore, a more minute measure of the mar- 
ket than the actual sales. In the jockey- 
ing back and forth each broker tries to 
buy as cheaply as he can and sell at as 
high a price as he can. There are thou- 
sands of these little tugs-of-war going on 


This is only one 


all over the floor of the Stock Exchange 
at the same moment. 


The Bid Price 


In the last analysis, however, the price 
which somebody or a lot of somebodies 
is willing to pay for the stock is the real 
determining factor. "A stock is worth 
what you can get for it," is an old adage; 
which is another way of saying that no 


matter what the last sale, the bid price is ° 


the one that really establishes the market 
for that stock. 


In preparation for great changes in the 
character of the market, the largest in- 
terests in Wall Street operate in a great 
many stocks and with lines running into 
millions of shares. Their accumulation is 
usually accomplished in the lower ranges 
of a decline—not always the very bottom 
unless there is a panic or some 
swift downward movement which 
partakes of the mature thereof. 
At such times they can accumu- 
late a vast number of shares with- 
in a short time, but under ordi- 
nary conditions, when a bear mar- 
ket has about reached its low and 
the general situation is one that 
will not be reversed from bearish 
to bullish immediately, the ac- 
cumulation is apt to be leisurely 
and is likely to run over some 
months. A great many of the 
purchases for long account of 
these large interests are made 
from those who are selling stocks 
short, but, of course, liquida- 
tion by investors who have 
become frightened or discouraged at the 
gloomy outlook is another big factor in 
producing a large volume of sales and 
thereby making it possible for large in- 
terests to purchase heavily. There is noth- 
ing unfair or unethical about this process; 


it simply is a question of knowing what ' 


and when to purchase, as well as how to 
do it to the best advantage. Those who 
sell short at such times, or those who, go 
down into their safe deposit boxes and dig 
out securities which they fear to hold, are 
of the less experienced kind of traders and 
investors, because any one who has been 
operating in the market for a number of 
years knows that times of depression, 
panic and unsettled markets are not good 
times to sell either long or short stocks. 
Those are the periods in which bargains 
are frequently secured and the biggest 
bargains usually come when the situation 
looks the blackest. Investing and trading 
in stocks is more or less of a science and 
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SCHOOL FOR TRADERS 
AND INVESTORS 
(Continued from page 134) 


operation are persistently selling the stock 
to numerous scattered buyers who have 
no common interest in the issue, but are 
buying it because trade reports are favor- 
able, or because its dividend return ap- 
pears fairly attractive in comparison with 
other similar issues. 

In this comparison оп the action of a 
stock under accumulation or distribution, 
the point I wish to make is that there is 
no mystery with regard to the conclusions 
that may be drawn from its behavior, but 
that this conclusion may be the result of 
a careful and detailed study of the action 
of the stock, together with the action of 
other stocks of a similar character, and 
finally, the action of the market as a 
whole. It may also be influenced by in- 
numerable observations made previously, 
on the same stock, or other issues, under 
similar circumstances, or at somewhat 
comparable stages of the general market 
Cycle, and that success in judging the price 
trend is not determined by any "instinct," 
but by serious analytical study of the 
problem. 
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THE SHIPPING SITUATION 


IN BLACK AND WHITE 
(Continued from page 123) 


nomic. Its isolation has occurred at a 
time when, in the opinion of some, Euro- 
pean nations could not have humanly 
avoided demoralization; when, too, this 
country could not have avoided prosperity ; 
nevertheless, the contrast between demo- 
ralization, over there, and prosperity over 
here has exerted a vivid effect on the 
American imagination, and it seems calcu- 
lated to discourage any extension of aid 
abroad, at least for a lengthy period. If, 
to go further, a restoration of Europe's 
buying power must be predicated upon 
friendly cooperation between foreign na- 
tions and our own, then progress seems 
likely to be equally well blocked by re- 
cent events. We have set up a Tariff Wall 
(however ineffectual) against Europe's 
goods; we have set up an Immigration 
Wall (thoroughly effective) against her 
labor; we have refused to meet with her 
representatives in the League (although a 
somewhat vague effort is being made to- 
ward the same end, which resolves itself 
into renaming the League an "Interna- 
tional Court") ; we have hoarded the gold 
which European nations paid us under the 
duress and exigencies of war. These, and 
a dozen other rebuffs tendered Europe by 
the American Government since the war 
scarcely seem calculated to foster the re- 
lations that would be essential to inter- 
cooperation. 

As to the existing surplus of ship ton- 
nage, and the theory of “Government 
Competition,” somewhat less discourage- 
ment might be warranted than appears to 
exist. Excerpts from the remarks of 
President Farrell indicate how illusory the 
figures on Existing Ocean-Going Tonnage 
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CORD TIRES 


Buy Tires 
of Known Quality 


More rapidly than ever, this fact is finding 
a permanent place in the minds of this 
country’s car owners—Fisk Cords have 
created a new standard of tire service. 


There’s a Fisk Tire of extra value 
for every car, truck or speed wagon. 


THE VEST POCKET BOOKKEEPER 


AND SHORT CUTS IN FIGURES 
By F. M. PAYNE 


A simple and concise method of practical Bookkeeping 
with complete instructions for the correct keeping of 
books of accounts, and numerous explanations and forms 
used in commercial business, showing an entire set of 
books based upon actual transactions. How to take off 
а trial balance sheet, and finally close and balance 
accounts. A working model of elementary bookkeeping 
and modern methods of accounts. 


This new popular work is considered by experts as 
the most thorough and perfect self-teacher now published. 
The work covers the principles of bookkeeping in a 
form’ readily understood by both novice and business 
man. 160 pages, size 3 x 515 inches, bound in Leatherette. 

BOOK DEPARTMENT 


Price $1.00 postpaid. The Magazine of Wall Street, 42 Broadway, N. Y. 
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